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Palm Oil is the only Vegetable Oil Sector to
Implement a Certified Sustainable Program




CERTIFIED SUSTAINABLE
PALM OIL (CSPO)



Ci—--if-" @O questions

» What is Certified Sustainable Palm Qil?
(also known as CSPO)

» For palm oil to be considered certified sustainable, it must meet criteria set
out by a certifying body, these criteria are determined, practiced, inspected,
evaluated and updated.

» Palm oil cultivation, transportation, handling and processing are evaluated by
3'd party bodies. Growers and processors must follow strict guidelines to
maintain their certifications and ability to trade in CSPO.

» CSPO encompasses the "three pillars" of sustainability - the reconciliation of
environmental, social equity and economic demands.




» Where is the demand coming from?
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Europe is the primary user of certified sustainable palm oil

Consumer Groups and NGO'’s are raising awareness of the need for
responsible sourcing

Shareholders are requesting companies to address potential risk associated
with non-compliance

US market is preparing to incorporate CSPO with many major companies

implementing sustainability plans. These plans include a gradual switch over
from conventional palm oil to sustainably produced palm oil
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» In the US, who is working towards CSPO?

» Walmart, Starbucks, Sobeys, Safeway, Kroger, J&J, Hershey,
McDonald’s, PepsiCo, P&G, Kellogg's, MARS Inc.

» Olera Shortenings & Oils targets to have all products
as CSPO by end of 201 6.

Walmart

Save money. Live better.



guestions

» What is the availability of CSPO

» Annual CSPO production has been increasing year over year — approx. 13 MT
» CSPO represents % of global palm oil production — approx. 21%

» Current production is greater than market uptake — approx. 52% uptake

» Future production will increase as more market support is gathered

» What is CSPO cost premium over conventional PO prices?

» Dependant upon supply chain model and level of traceability

» Market driven




» How can you procure products that are made
with CSPO?

For TIA members in North America, you need
to work with suppliers that are members of
RSPO and are RSPO Supply Chain certified.




» Roundtable on Sustainable Palm Qil (RSPO)

» The RSPO was formed in 2004 with the objective of promoting the growth
and use of sustainable oil palm products through credible global standards

and engagement of stakeholders.

» The seat of the association is in Zurich, Switzerland, while the secretariat is
currently based in Kuala Lumpur, with a satellite office in Jakarta.

» RSPO is a member based organization with an international certification

scheme and trademark system
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» Roundtable on Sustainable Palm Qil (RSPO)

» The RSPO is a not-for-profit association that unites stakeholders from seven
sectors of the palm oil industry;
* oil palm producers
e palm oil processors or traders
* consumer goods manufacturers
* retailers
* banks and investors
* Environmental NGOs
 Social NGOs




» RSPO has defined 8 principals and 39
practical criteria for certification process:

1. Commitment to transparency

Compliance with applicable laws and regulations
Commitment to long-term economic and financial viability
Use of appropriate best practices by growers and millers

Environmental responsibility and conservation of natural resources and
biodiversity

6. Responsible consideration of employees, and of individuals and
communities affected by growers and mills

7. Responsible development of new plantations
8. Commitment to continuous improvement
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What are the sustainable
palm oil supply chains?




» RSPO Supply Chain Models
» ldentity Preserved
» Segregated
» Mass Balance
» Book & Claim
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ldentity Preserved

» Definition

» Explanation

» Supply Chain Requirements
» Market Claim

» Benefits and Limitations
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ldentity Preserved

Definition

The Identity Preserved (IP) supply chain model assures that the RSPO certified palm oil
and its derivatives delivered to the end user is uniquely identifiable to the mill and its
supply base and is kept physically isolated from all other oil palm sources throughout
the supply chain (including other segregated RSPO-CSPO sources).

Explanation

The IP supply chain model requires that the grower, refiner, and supply chain maintains full
separation and full traceability through to the delivery point at the end user. The end
user will be assured that 100% of the physical palm oil received has come from a
uniquely identifiable RSPO certified estate/plantation and meets all of the required
elements of the certification program.




ldentity Preserved

Supply Chain Requirements:

The basis of the supply chain requirements for IP requires proof of separation and full traceability of
the RSPO CSPO and its derivatives throughout the supply chain originating at the estate/plantation
and ending with the final user of the oil. The facility must ensure that the RSPO CSPO is kept

physically isolated from all other palm oil sources and is unique identifiable to the mill and its
supply base.

Market Claim:

“Contains RSPO Certified Sustainable Palm Oil”

Benefits and Limitations:

Level of traceability: ok ok ok ok
Level of claim: * ok % %k 5k
Implementation costs: $SSSS

» Delivered physical palm oil is 100% RSPO certified palm oil.
» Fully traceable to a uniquely identifiable RSPO certified point of origin.
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Segregated

» Definition

» Explanation

» Supply Chain Requirements
» Market Claim

» Benefits and Limitations
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Segregated

Definition:

The Segregation supply chain model assures that RSPO certified palm oil and its
derivatives delivered to the end user comes only from RSPO certified sources. It
permits the mixing of RSPO certified palm oil from a variety of sources.

Explanation:

The Segregation supply chain model assures that 100% of the physical product has
originated from RSPO certified estates/plantations. However, the physical oil will not be
uniquely identified to a specific estate/plantation as in the case of ldentity Preserved.




Segregated

Supply Chain Requirements:

The Segregation approach requires that the RSPO certified palm oil from estates/plantations is kept
separate from material from non-RSPO certified estates/plantations at every stage of production,
processing, refining and manufacturing throughout the supply chain. This model does allow for the
mixing of RSPO certified palm oil and its derivatives from various sources. Therefore the physical oil
delivered to the end user will not be fully traceable to the specific mill and its supply base.

Market Claim:
“Contains RSPO Certified Sustainable Palm Oil”

Benefits and Limitations:

Level of traceability: * %k ok
Level of claim: * ok %
Implementation costs: $SSS

» Delivered physical palm oil is 100% RSPO certified palm oil
»  Mix of RSPO certified palm oil from a variety of RSPO certified points of origin.




Mass Balance

» Definition

» Explanation

» Supply Chain Requirements
» Market Claim

» Benefits and Limitations
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Mass Balance

Definition:

The mass balance supply chain model administratively monitors the trade of RSPO
certified palm oil and its derivatives throughout the entire supply chain, as a driver for
mainstream trade in sustainable palm oil.

Explanation:

The mass balance supply chain model allows everyone within the supply chain to
demonstrate their commitment to sustainable palm oil production and to actively
promote the trading of RSPO certified palm oil. This stimulates trading of certified
product and will encourage industry to set up segregated supply chains and reach a
mainstream level of sustainable palm oil trade. The mass balance system allows for
mixing of RSPO and non-RSPO certified palm oil at any stage in the supply chain
provided that overall company quantities are controlled. The mass balance model is
constructed in such a way that volumes of RSPO certified product shipped, will never
exceed volumes received by the end user.




Mass Balance

Supply Chain Requirements:

The basis of the supply chain requirements for mass balance will consist of reconciliation between
guantity of RSPO material bought and the quantity of RSPO material sold. This includes control of
purchases and sales of RSPO certified palm oil and its derivatives which will be independently
verified. There will be no requirements for separate storing or controls in the production process.

Market Claim:
“Supports the production of RSPO Certified Sustainable Palm Oil”

Benefits and Limitations:

Level of traceability: ok
Level of claim: ok
Implementation costs: $S

» Delivered physical palm oil is likely to not be directly linked with the RSPO certified palm oil at the
RSPO certified point of origin.

» Actively engages all supply chain actors to be part of the sustainable palm oil trade as a planned
route towards fully segregated supply chains.




Book and Claim

» Definition

» Explanation
»  Supply Chain Requirements www.greenpalm.org
» Market Claim

» Benefits and Limitations
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Book and Claim

Definition

The Book and Claim supply chain model provides tradable certificates for RSPO certified
palm oil to the palm oil supply base. The supply base may then offer these certificates
on a web based transaction system to end users who choose to support specific
volumes of RSPO certified palm oil and or their derivatives.

Explanation:

The book and claim system allows for the transfer of RSPO certified palm oil volume
credits from the mill and its supply base to the end user independently of the physical
supply chain. The end user buys an equivalent amount of volume credits to the oil they
buy in from their existing physical supply chain. The RSPO certified mill sells an
equivalent volume of Crude Palm Qil, to the volume credits received, into their existing
supply chain as conventional CPO.




Book and Claim

Supply Chain Requirements:

Volume credits can only be introduced into the system by RSPO certified mills and their supply base up
to the annual output of the certification unit. Volume credits are traded electronically directly to
end users so there are only traceability requirements for the end product-manufacturer. These
requirements are designed to ensure that all palm oil and/or its derivatives that are claimed to be
sustainable under this supply chain model are indeed covered by sustainable certificates.

Market Claim:
“Supports the production of RSPO Certified Sustainable Palm Oil”

Benefits and Limitations:

Level of traceability: *
Level of claim: *
Implementation costs: S

» Delivered physical palm oil is not linked to the RSPO certified sustainable certificate.

» Costs for this model may be the lowest as it uses the existing industry supply chain
model.

» Directly connects RSPO certified sustainable producers to end users of palm oil, without the
involvement of the entire supply chain.
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